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SUB J : PRESIDENT MORALES BERMUDEZ PLANS NEW ECONOMIC MEASURES 

REF: LIMA 2500 

1 . INTERNATIONAL STEERING COMMITTEE BANKERS WHO MET WITH PRESI- 
DENT MORALES BERMUDEZ ON AFTERNOON MARCH 27 HAVE INFORMED US 
THAT PRESIDENT IS PRESENTING EMERGENCY ECONOMIC MEASURES TO COUN- 
CIL OF MINISTERS TODAY (MARCH 28) AND HOPES TO HAVE NEW PROGRAM 
ANNOUNCED BY NEXT WEEK AT THE LATEST. MEASURES WILL INCLUDE IN- 
CREASE IN GASOLINE PRICE AND SEVERE NEW CUTS IN PUBLIC SECTOR 
EXPENDITURES (REPORTEDLY 30 BILLION SOLES IN CENTRAL GOVERNMENT 
AND 31 BILLION SOLES IN PARASTATAL AGENCIES). MORALES BERMUDEZ 
WAS LESS CLEAR ON HOW EXCHANGE RATE DIFFICULTIES WITH IMF WILL BE 
HANDLED-HE APPARENTLY STILL HAS HOPES OF MAINTAINING THE 130 
RATE AS A QUOTE EQUILIBRIUM LEVEL UNQUOTE, THOUGH US BANKERS HAD 
THE IMPRESSION THAT HE WOULD YIELD SOMEWHAT ON THIS POINT IF THE 
FUND REMAINS ADAMANT THAT 130 RATE MUST GO. BANKERS ADDED THAT 
THEY DID EVERYTHING THEY APPROPRIATELY COULD TO ENCOURAGE PRESI- 
DENT TO MOVE TOWARD A FREER FLOAT (ONE US BANKER HAS INFORMATION 
THAT IMF WOULD ACCEPT A WEEKLY CRAWLING PEG). WHILE PRESIDENT DID 
NOT GO INTO DETAIL WITH BANKERS ON NEW MEASURES, THE THREE U.S. 
BANK REPRESENTATIVES ON THE INTERNATIONAL STEERING 
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COMMITTEE (MANUFACTURERS HANOVER, WELLS FARGO, AND 
CITIBANK) TOLD US THAT PRESIDENT DID STATE FLATLY HE WOULD 
DO WHATEVER WAS NECESSARY TO BRING PERU INTO COMPLIANCE 
WITH THE IMF STANDBY AGREEMENT. 

2. BANKERS ALSO REPORT THAT THEY RAISED ISSUE OF 
SOVIET MILITARY SALES ROLLOVER WITH PRESIDENT, WHO 
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ASSURED THEM THAT THIS PROBLEM WAS WELL ON THE WAY 
TO SOLUTION. HE TOLD THEM (AND AS WE REPORTED EARLIER) 
THAT GENERAL RICHTER PRADA WAS HEADING A MISSION TO 
THE USSR TO NEGOTIATE FINAL DETAILS OF MULTI-YEAR 
ROLLOVER. RICHTER WILL BE ACCOMPANIED BY FERNANDO 
REUS. DIRECTOR GENERAL OF PUBLIC CREDIT IN THE 
MINISTRY OF ECONOMY AND FINANCE. (REUS AND THE 
MINISTER OF ECONOMY AND FINANCE WERE THE ONLY 
PERUVIANS WITH THE PRESIDENT WHEN HE MET WITH THE 
STEERING COMMITTEE.) 

3. COMMENT: 

A. THE U.S. BANKERS WERE FAVORABLY IMPRESSED BY 
THE PRESIDENT'S OBVIOUS GRASP OF THE REALITIES OF 
THE FINANCIAL CRISIS (THERE HAD BEEN CONCERN 
EXPRESSED BEFORE THE MEETING THAT PERHAPS THE 
PRESIDENT WAS NOT WELL-INFORMED). WHILE SOME OF 
THE U.S. GROUP STILL THINK THAT THE PRESIDENT HAS BEEN 
OVER-SHIELDED. E.G. ONE BANKER BELIEVES THAT PRESIDENT 
HAD BEEN TOLD, INCORRECTLY, THAT IMF WAS NOT UNHAPPY 
WITH EXISTING EXCHANGE RATE STRUCTURE, THE CONSENSUS 
WAS THAT PRESIDENT IS DETERMINED TO DO HIS BEST TO 
GET PERU BACK INTO THE GOOD GRACES OF THE BANKS AND 
THE FUND. (PERU'S EXECUTIVE DIRECTOR KAFKA CAME IN 
FROM SOME CRITICISM DURING OUR DISCUSSIONS WITH U.S. 
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BANKERS ON THE GROUND THAT IN HIS RECENT VISIT HERE 
HE DOWNPLAYED THE DEGREE OF IMF MANAGEMENT'S 
UNHAPPINESS WITH GOP FAILURE TO MEET STANDBY TARGETS.) 

B. PRESIDENT WILL CERTAINLY FACE STRONG OPPOSITION 
TO HIS EMERGENCY ECONOMIC MEASURES BOTH WITHIN AND 
WITHOUT THE MILITARY GOVERNMENT. HE WILL HAVE A 
DIFFICULT TIME SELLING THE PROGRAM TO THE JUNTA AND 
THE COUNCIL OF MINISTERS THIS WEEK, AND IF HE SUCCEEDS 
WILL FACE PUBLIC CRITICISM ON PARTS OF HIS PROGRAM 
FROM ALL SIDES - E.G. THE FINANCIAL COMMUNITY IS 
ALMOST UNIVERSALLY OPPOSED TO A FLOATING EXCHANGE 
RATE. AND WORKERS - PARTICULARLY IN THE TRANSPORT 
SECTOR - WILL BE VERY UNHAPPY WITH AN INCREASE 

IN GASOLINE PRICES. ON THE OTHER HAND, BOTH THE IMF 
AND INTERNATIONAL BANKING COMMUNITY HAVE BEEN WAITING 
FOR SOME PUBLIC EVIDENCE OF GOP DETERMINATION TO 
LIVE UP TO ITS AUSTERITY PROGRAM (U.S. 

BANKERS TELL US THAT PRIVATE ASSURANCES WILL NO LONGER 
SUFFICE). IT WOULD APPEAR THAT THE PRESIDENT HAS 
RECOGNIZED THIS FACT, AND DESPITE THE POLITICAL AND 
SOCIAL RISKS INVOLVED, HAS DECIDED TO EMBARK ON A 
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SERIES OF UNPOPULAR MEASURES IN ORDER TO MEET THE 
REQUIREMENTS FOR NECESSARY EXTERNAL ASSISTANCE. 
SHLAUDEMAN 


CONFIDENTIAL 


NNN 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Attributes 


Automatic Decaptioning: Z 
Capture Date: 01 jan 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: PRESIDENT, COMMITTEE MEETINGS, BANKERS, ECONOMIC PROGRAMS 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 28 mar 1978 
Decaption Date: 20 Mar 2014 
Decaption Note: 25 YEAR REVIEW 
Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 20 Mar 2014 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1978LIMA02617 
Document Source: CORE 
Document Unique ID: 00 
Drafter: n/a 
Enclosure: n/a 
Executive Order: GS 
Errors: N/A 
Expiration: 

Film Number: D7801 35-0540 
Format: TEL 
From: LIMA 
Handling Restrictions: 

Image Path: 

ISecure: 1 

Legacy Key: Iink1978/newtext/t1 978031 9/aaaaapqf. tel 

Line Count: 119 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 

Message ID: 2e4581bc-c288-dd11-92da-001cc4696bcc 

Office: ACTION ARA 

Original Classification: CONFIDENTIAL 

Original Handling Restrictions: LIMDIS 

Original Previous Classification: n/a 

Original Previous Handling Restrictions: n/a 

Page Count: 3 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: LIMDIS 
Reference: 78 LIMA 2500 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 20 jul 2005 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 3184626 
Secure: OPEN 
Status: NATIVE 

Subject: PRESIDENT MORALES BERMUDEZ PLANS NEW ECONOMIC MEASURES 
TAGS: EFIN, EGEN, PE, US, (MORALES BERMUDEZ CERRUTTI, F) 

To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/2e4581bc-c288-dd1 1-92da-001cc4696bcc 
Review Markings: 

Sheryl P. Walter 
Declassified/Released 
US Department of State 
EO Systematic Review 
20 Mar 2014 

Markings: Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



